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Economic Development Administration, Commerce § 307.9 

income generated from RLF oper-
ations. An RLF Recipient may use 
RLF Income only to capitalize the RLF 
for financing activities and to cover el-
igible and reasonable costs necessary 
to administer the RLF, unless other-
wise provided for in the Grant agree-
ment or approved in writing by EDA. 
RLF Income excludes repayments of 
principal and any interest remitted to 
the U.S. Treasury pursuant to 
§ 307.16(c)(2)(i). 

RLF Third Party, for purposes of this 
subpart B only, means an Eligible Re-
cipient or for-profit entity selected by 
EDA through a request for applications 
or Cooperative Agreement to facilitate 
or manage the intended liquidation of 
an RLF. 

Sale means an EDA-approved sale by 
an RLF Recipient of its RLF loan port-
folio (or a portion thereof) to a third 
party. A third party may participate in 
a subsequent Securitization offered in 
a secondary market transaction and 
collateralized by the underlying RLF 
loan portfolio (or a portion thereof). 

SEC or the Commission means the U.S. 
Securities and Exchange Commission. 

Securitization refers to the financing 
technique of securing an investment of 
new capital with a stream of income 
generated by aggregating similar in-
struments such as loans or mortgages 
into a new transferable Security. 

Security means any investment in-
strument issued by a corporation, gov-
ernment or other organization which 
offers evidence of debt or equity. 

[71 FR 56675, Sept. 27, 2006, as amended at 73 
FR 62867, Oct. 22, 2008; 75 FR 4264, Jan. 27, 
2010] 

§ 307.9 Revolving Loan Fund Plan. 

All RLF Recipients shall manage 
RLFs in accordance with an RLF plan 
(the ‘‘RLF Plan’’ or ‘‘Plan’’) as de-
scribed in this section. The Plan shall 
be submitted in electronic format to 
EDA for approval, unless EDA approves 
a paper submission. 

(a) Format and content. (1) Part I of 
the Plan titled ‘‘Revolving Loan Fund 
Strategy’’ shall summarize the Re-
gion’s CEDS or EDA-approved eco-
nomic development plan, if applicable, 
and business development objectives, 
and shall describe the RLF’s financing 

strategy, policy and portfolio stand-
ards. 

(2) Part II of the Plan titled ‘‘Oper-
ational Procedures’’ must serve as the 
RLF Recipient’s internal operating 
manual and set out administrative pro-
cedures for operating the RLF con-
sistent with ‘‘Prudent Lending Prac-
tices,’’ as defined in § 307.8, the RLF 
Recipient’s environmental review and 
compliance procedures as set out in 
§ 307.10, and EDA’s conflicts of interest 
rules set out in § 302.17 of this chapter. 

(b) Evaluation of RLF Plans. EDA will 
use the following criteria in evaluating 
Plans: 

(1) The Plan must be consistent with 
the CEDS or EDA-approved economic 
development plan, if applicable, for the 
Region. 

(2) The Plan must identify the stra-
tegic purpose of the RLF and must de-
scribe the selection of the financing 
strategy and lending criteria, includ-
ing: 

(i) An analysis of the local capital 
market and the financing needs of the 
targeted businesses; and 

(ii) Financing policies and portfolio 
standards that are consistent with 
EDA’s policies and requirements; and 

(3) The Plan must demonstrate an 
adequate understanding of commercial 
loan portfolio management procedures, 
including loan processing, under-
writing, closing, disbursements, collec-
tions, monitoring, and foreclosures. It 
also shall provide sufficient adminis-
trative procedures to prevent conflicts 
of interest and to ensure account-
ability, safeguarding of assets and com-
pliance with Federal and local laws. 

(c) Revision and Modification of RLF 
Plans. (1) An RLF Recipient must up-
date its Plan as necessary in accord-
ance with changing economic condi-
tions in the Region; however, at a min-
imum, an RLF Recipient must submit 
an updated Plan to EDA every five 
years. 

(2) An RLF Recipient must notify 
EDA of any change(s) to its Plan. Any 
material modification, such as a merg-
er, consolidation, or change in the 
EDA-approved lending area under 
§ 307.18, a change in critical manage-
ment staff, or a change to the strategic 
purpose of the RLF, must be submitted 
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13 CFR Ch. III (1–1–16 Edition) § 307.10 

to EDA for approval prior to any revi-
sion of the Plan. If EDA approves the 
modification, the RLF Recipient must 
submit an updated Plan to EDA in 
electronic format, unless EDA approves 
a paper submission. 

[71 FR 56675, Sept. 27, 2006, as amended at 73 
FR 62867, Oct. 22, 2008; 75 FR 4264, Jan. 27, 
2010; 79 FR 76133, Dec. 19, 2014] 

§ 307.10 Pre-loan requirements. 

(a) RLF Recipients must adopt proce-
dures to review the impacts of prospec-
tive loan proposals on the physical en-
vironment. The Plan must provide for 
compliance with applicable environ-
mental laws and other regulations, in-
cluding parts 302 and 314 of this chap-
ter. The RLF Recipient also must 
adopt procedures to comply, and ensure 
that potential borrowers comply, with 
applicable environmental laws and reg-
ulations. 

(b) RLF Recipients must ensure that 
prospective borrowers, consultants, or 
contractors are aware of and comply 
with the Federal statutory and regu-
latory requirements that apply to ac-
tivities carried out with RLF loans. 
Accordingly, RLF loan agreements 
shall include applicable Federal re-
quirements to ensure compliance and 
RLF Recipients must adopt procedures 
to diligently correct instances of non- 
compliance, including loan call stipula-
tions. 

(c) All RLF loan documents and pro-
cedures must protect and hold the Fed-
eral government harmless from and 
against all liabilities that the Federal 
government may incur as a result of 
providing an RLF Grant to assist di-
rectly or indirectly in site preparation 
or construction, as well as the direct or 
indirect renovation or repair of any fa-
cility or site. These protections apply 
to the extent that the Federal govern-
ment may become potentially liable as 
a result of ground water, surface, soil 
or other natural or man-made condi-
tions on the property caused by oper-
ations of the RLF Recipient or any of 
its borrowers, predecessors or succes-
sors. 

[71 FR 56675, Sept. 27, 2006, as amended at 79 
FR 76133, Dec. 19, 2014] 

§ 307.11 Disbursement of funds to Re-
volving Loan Funds. 

(a) Pre-disbursement requirements. 
Prior to any disbursement of EDA 
funds, RLF Recipients are required to 
provide in a form acceptable to EDA: 

(1) Evidence of fidelity bond coverage 
for persons authorized to handle funds 
under the Grant award in an amount 
sufficient to protect the interests of 
EDA and the RLF. At a minimum, the 
amount of coverage shall be the great-
er of the maximum loan amount al-
lowed for in the EDA-approved RLF 
Plan, or 25 percent of the RLF Capital 
base. Such insurance coverage must 
exist at all times during the duration 
of the RLF’s operation; and 

(2) Evidence of certification in ac-
cordance with § 307.15(b)(1). 

(b) Timing of request for disbursements. 
An RLF Recipient shall request dis-
bursements of Grant funds only to 
close a loan or disburse RLF funds to a 
borrower. The RLF Recipient must dis-
burse the RLF funds to a borrower 
within 30 days of receipt of the Grant 
funds. Any Grant funds not disbursed 
within the 30 day period shall be re-
funded to EDA pursuant to paragraph 
(e) of this section. 

(c) Amount of disbursement. The 
amount of a disbursement of Grant 
funds shall not exceed the difference, if 
any, between the RLF Capital and the 
amount of a new RLF loan, less the 
amount, if any, of the Local Share re-
quired to be disbursed concurrent with 
the Grant funds. However, RLF Income 
held to reimburse eligible administra-
tive costs need not be disbursed in 
order to draw additional Grant funds. 

(d) Interest-bearing account. All grant 
funds disbursed by EDA to the RLF Re-
cipient for loan obligations incurred 
but not yet disbursed to an eligible 
RLF borrower must be deposited and 
held in an interest-bearing account by 
the Recipient until an RLF loan is 
made to a borrower. 

(e) Delays. If the RLF Recipient re-
ceives Grant funds and the RLF loan 
disbursement is subsequently delayed 
beyond 30 days, the RLF Recipient 
must notify the applicable grants offi-
cer and return such non-disbursed 
funds to EDA. Grant funds returned to 
EDA shall be available to the RLF Re-
cipient for future draw-downs. When 
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